Section 3 will establish the methodology, Section 4 empirical analysis and Section 5 will present some general conclusions.
TRENDS OF POVERTY IN PAKISTAN
The history of research studies on poverty and related issues in Pakistan is based on the following approaches: The new concept of Human Poverty Index (HPI) and Poverty of Opportunity Index (POPI) have also been introduced in Pakistan.
The arbitrary poverty line is determined without attempting a justification. The earlier studies done by Naseem (1973) and Allaudin (1975) , arbitrarily fixed poverty lines in terms of per capita expenditure and per capita income respectively. Both the studies estimated that the incidence of poverty decreased significantly between 1963 -64 and 1971 -72. Mujahid (1978 criticised the work done by the above two studies for ignoring the household size. He corrected the methodological error and analysed that during 1963-70 poverty levels increased in rural areas and declined in urban areas. Ahmad et al. (1989) defined four arbitrary poverty lines based on per capita expenditure for the years, 1976-77,1979 and 1984-85 . He concluded that incidence of poverty and severity of poverty declined during the analysis period.
Under the minimum calorie requirement approach, poverty is defined in terms of a food poverty line which reflects the minimum food expenditure needed to achieve the minimum required level of caloric intake. Using this approach, Naseem (1977) found that compared to 1963-64, poverty declined in 1969-70 and it increased in 1971-72. Irfan and Amjad (1984) showed that rural poverty increased from 32 percent in 1963-64 to 43 percent in 1969-70 and declined to 29 percent in 1979. Cheema and Malik (1985) found a decline in rural poverty accompanied by a marginal increase in urban poverty both in terms of household and population during 1971 -72 to 1979 . Ercelawn (1990 estimated poverty at provincial levels in 1984-85. He found that 20 percent and 10 percent of the households were poor in the rural and urban areas of Pakistan respectively. The highest incidence of poverty was found in rural Balochistan followed by rural Punjab and rural Sindh. Havinga et al. (1990) showed that in 1984-85, about 40 percent households were poor and the average income of the poor was 25 percent below the poverty line. Malik (1996) estimated that poverty at the national level and in rural and urban areas, declined between -85 and 1987 -88, it then marginally increased between 1987 -88 and 1990 -91. Shirazi (1993 estimated poverty lines both in terms of income and expenditure based on nutritional needs. The FGT Poverty measures have been applied to HIES micro data to determine the incidence, intensity and severity of poverty in Pakistan. The analysis is carried out both on household and individual level and also on the regional level. The ratios of the very poor and the extremely poor have been determined by defining the very poor who can meet 80 percent of their requirement and extremely poor who can meet barely 70 percent of their needs. A detailed socioeconomic profile has been developed. He has analysed the possible role of INFAQ 1 in the alleviation of poverty. He concluded that the poverty gap can be reduced by 4.61 percent and severity of poverty by 6.6 percent in overall Pakistan under the impact of INFAQ.
The basic needs approach is defined as the cost of the minimum bundle of basic needs consisting of food, clothing, housing, medical, education and other needs. Using this approach, Malik (1988) estimated poverty lines for rural and urban areas on the basis of food and non-food expenditure for certain years of the period from 1963-64 to 1984-85. His analysis showed that incidence of poverty increased during the 1960s and then declined at the end of 1970s and at the middle of 1980s. Ali (1995) used more scientific technique of Extended Linear Expenditure System (ELES) for estimating food poverty and total poverty in 1990-91. He suggested that 47 percent population had an income less than the estimated total poverty line, while the population below the food poverty line was only 10 percent. The World Bank (1995) presented the analysis of poverty trends in Pakistan from 1985 to 1990 and a detailed strategy for poverty reduction. According to the report, both the head-count ratio and the poverty gap ratio showed a reduction from 1984-85 to 1990-91. Jafri and Khattak (1995) computed four national poverty lines each for 1985-86, 1986-87, 1987-88 and 1990-91 . The estimates of the head-count ratio, income gap ratio and FGT measures indicate that incidence of poverty decreased during 1986-87 and 1987-88 while the income gap ratio and FGT index showed that poverty increased significantly during 1987-88 and 1990-91. The subjective approach determines the poverty lines on the bases of how people perceive poverty. Applying this approach, Ahmed (1993) estimated poverty lines for rural and urban areas based on an explicit listing of cost of meeting basic needs. The analysis confirmed an unambiguous reduction in poverty between 1984-85 and 1987-88 , as well as a continuing trend till 1990-91. Gazdar et al. (1994) suggested various modifications to Ahmed's (1993) poverty lines. This study confirmed a declining trend in poverty between 1984-85 and 1987-88 at all levels and a continuing, though much less, decline, till 1990-91. The incidence of poverty was greater in large households and a strong negative association was also observed between poverty and asset holdings.
The relative poverty approach is used to high-light the income inequality. Using this approach, Akhtar (1988) calculated the head-count index, poverty gap and Sen's index in terms of per capita expenditure. She found concentration of the poor in Sindh followed by Punjab. She found that the relatively poor population was 35.5 percent at the national level, 35.2 percent and 36.1 percent at urban and rural levels respectively. Zaidi (1992) used 75 percent of national average equivalent expenditure and income as cut-off points for the year 1984-85. He estimated that 38.7 percent of the poor households were poor when poverty line was used in terms of average equivalent expenditure, while in case of average equivalent income, the proportion was 43 percent. At the provincial level, poverty in Balochistan was more pronounced. Zaidi and de Vos (1993) argued that starvation and hunger were no longer a common phenomenon in Pakistan. They operationalised the concept of poverty by using poverty lines which were defined as a certain percentage of the national average. They also used expenditures to measure household resources and the application of the adult equivalence scale. They found that in 1987-88 the households whose heads had less than primary education, rural households and households living in Punjab were not only relatively often poor, but poverty in those households was also more severe. Anwar (1997) estimated relative poverty at three cut-off points of 50 percent, 66.6 percent and 75 percent of national average equivalent expenditure. He suggested that 14.7 percent, 39.2 percent and 48.2 percent of all households were poor in 1987-88.
Human Poverty Index (HPI) brings together in one composite index deprivation in four basic dimensions of human life which includes a long and healthy life, knowledge, economic provisions and social inclusion. According to this index 47 percent population was poor in 1995. Poverty of Opportunity Index (POPI) is a composite of deprivations in three vital dimensions: health, education and income. According to this approach 44 percent people were poor in 1995 [MHCHD/UNDP (1999)].
The general pattern that emerges from a review of these earlier studies is that the magnitude of poverty is very sensitive to the choice of the poverty line as regards the trends. It is also concluded that incidence of poverty is higher in 1969-70 as compared to 1963-64. During 1970s, poverty levels declined in all areas and that trend continued till 1987-88. The year 1990-91 indicated a slight turning around of this trend of declining poverty.
METHODOLOGY
In Pakistan, like most of the other developing countries, a significant section of the population is still living below subsistence level. This study therefore focuses on absolute deprivation instead of relative deprivation. Poverty analysis involves three choices: choice of a suitable welfare indicator, choice of a poverty line and choice of a poverty measure. In this study total consumption expenditure is used as a welfare indicator. For a suitable poverty line, Ali's (1995) poverty lines based on basic needs are adopted which are estimated by using Extended Linear Expenditure System (ELES). The cut-off points below which an individual is considered to be poor are per month expenditure of Rs 270 for 1987-88 and Rs 374 for 1990-91. To control the value judgment in the selection of poverty measure, Foster, Greer and Thorbecke (1984) class of additively decomposable poverty measures are chosen. The description is as follow:
If per capita monthly expenditures are arranged in an ascending order,
Where,
The parameter ∝ can be viewed as a measure of poverty aversion. n = Total number of individuals. q = Total number of individuals having monthly expenditure below poverty line. Y i = monthly expenditure of an individual. Z = Poverty line.
For ∝ = 0, the FGT poverty measure becomes, P 0= q/n. It is simply the headcount ratio, the proportion of individuals below poverty line.
For ∝ = 1, the FGT measure becomes poverty gap index:
The "poverty gap" indicator takes into account the expenditure of the poor and its distance from the poverty-line. It is sensitive to the number of poor and the extent of poverty. Kakwani (1990) noted that "If the degree of misery suffered by an individual is proportional to the income shortfall of that individual from the poverty, then the sum total of these shortfalls may be considered an adequate measure of poverty". But P 1 does not reflect change in the degree of severity of poverty, if income distribution among the poor becomes more unequal with mean income remaining unchanged.
For ∝ = 2. FGT measure is sensitive to the distribution of income within the poor. In P 2, expenditure shortfall to the poverty line is weighted by shortfall itself, where in P 1 these deficits are given equal weights. This satisfies the Sen's (1976) transfer axiom, in addition to monotonicity axiom, which states that if a transfer of income takes place from poor person to someone who is poorer, measured poverty should be decreased. Exploiting the additively separable property 2 of (FGT) poverty measure, Ravallion and Huppi (1991) proposed the following simple decomposition formula.
Where, P it = The FGT poverty measure for sector 'i' at time t. n it = Population share of sector 'i' at time 't'. i = a given sector, where there are 'm' such sectors ( i =1,2,3…m ). t = 1987-88. t′ = 1990-91.
Intrasectoral effects represent the effect of sectoral growth on poverty, controlling for their base period population share. Population shift effects tell about poverty changes due to changes in population share of sectors between two periods. Interaction effects show the possible correlation between sectoral gain, population share and other factors, e.g changes in income distribution. As poverty measures are estimated from sample observations and usually involve a comparison among different time periods, socio-economic groups and countries, it becomes necessary to test the statistical significance of the observed differences.
The following methodology proposed by Kakwani (1990) will be used to test the statistical significance of the observed changes in sectoral poverty:
where, P ∝it = FGT poverty measure for sector 'i' in 1987-88, where '∝' ranges from 0 to 2. P ∝it′ = FGT poverty measure for sector 'i' in 1990-91, where '∝' ranges from 0 to 2.
SE(P ∝it -P ∝it′ )= Standard error of (P ∝it -P ∝i t′ ),which is calculated as:
n it = Sample share of sector 'i' in period t, where t is 1987-88 and t′ is 1990-91. ∝ = is power used in FGT measure and takes the value of 0,1 and 2.
'i' = is a given sector ranges from 0 to 9.
Data
This study is based on the micro data of Household Income and Expenditure Survey (HIES) for 1987-88 and Household Integrated Economic Survey (HIES) 1990-91. HIES data are quite comprehensive and representative as they are based on an intensively probing questionnaire and a considerably large sample size. Since the unit of account of HIES is a household, in case of more than one earner in a household and belonging to different industries, it is not easy to determine the industry at the household level. As 50 percent earners are the heads of the households, we have taken the industry of the head of household as a proxy for the industry of the household as a whole. In such cases where the head of the household are not found economically active, the industry of the next earning member is taken as a proxy for industry of the household. Despite the above mentioned limitations, 'HIES' data sets are the best available source to analyse incidence of poverty in Pakistan.
To analyse sector-wise poverty, the economy has been disaggregated into the following nine traditional sectors:
(1) Agriculture, Hunting, Forestry and Fishing. Table 1 provides the information regarding real per capita monthly income and that of expenditure and the distribution of population across different sectors of the economy. The table shows that although overall monthly per capita income and expenditure increased but they decreased in six out of nine sectors. The highest per capita income and expenditure were registered among the households whose heads were employed in finance, insurance and business services while the construction sector was found on the opposite end in both the reference periods. Sectoral distribution of population showed that the agriculture sector has the largest population share followed by trade and community and social services sectors. Mining and quarrying sector has the lowest share in population.
EMPIRICAL ANALYSIS
The results presented in Table 2 are based on Ali's (1995) poverty lines who estimated per capita per month expenditure of Rs 270 for 1987-88 and Rs 374 for 1990-91 as a threshold levels. According to these results, almost half of the population is living below the poverty line in 1990-91. The highest incidence of poverty is found in Construction sector. A population shift from agriculture sector mitigates its influence on overall poverty. In this sector, population shift effects and interaction effect helped in improving overall poverty situation hence the net affect of agriculture on overall poverty decreased. The highest change in head-count index in terms of percentage points has been observed in Mining and quarrying sector but this change is not statistically significant. The sector that suffered the most was Finance and insurance where the head-count index increased by more than 100 percent. The increasing trend of poverty incidence has been found in all the nine sectors. Table 3 shows the per capita poverty gap index P 1, which reflects how far the poor are from the poverty line. It shows an overall increase in intensity of poverty, from 11.27 percent in 1987-88 to13.10 percent in 1990-91. All the sectors also show an increase in P 1. The values of P 1 range from 0.75 percent to 18.30 percent among different sectors of employment. The Construction sector, which had the highest proportion of poor, has also the highest rank by intensity of poverty whereas Finance and insurance has the lowest rank in poverty gap. Population shifts and interaction effects again helped in reducing the share of Agriculture sector in the increase of overall poverty gap. Table 3 Sector-wise Poverty Gap Index (Based on Ali (1995) Table 4 shows the results of distributionally sensitive poverty measure, P 2 . It also revealed the same pattern of sectoral poverty as was observed in Table 2 and 3 in 1987-88. Construction, Mining and Agriculture sectors have the highest income inequality among the poor in 1990-91. The results confirmed that Construction sector suffered the worst poverty by all dimensions i.e. incidence (P 0 ), intensity (P 1 ) and severity (P 2 ) in both reference years. The Manufacturing sector is ranked second according to the severity of poverty criterion while it is third in case of incidence and intensity of poverty criterion.
All the three poverty measures show an increase in overall as well as sectorwise poverty between 1987-88 and 1990-91. The decomposition analysis of the observed that increased in poverty by all the three poverty measures show that more than 40 percent contribution was made by community and social service and trade sectors. The greater share of intrasectoral effect of Agriculture sector was offset by the strong population shift and interaction effects in all the three sectors. However, the results show a little variation in the ranking of these sectors by year as well as by measure of poverty. Table 5 contains information regarding the distribution of poor across sectors. The highest concentration of poor is found in the Agriculture sector followed by Trade, Manufacturing and Construction sectors in 1987-88. In spite of the decline in the population share of Agriculture sector in 1990-91, it remained at the top. This table also presents the result of a location index which is derived by dividing the share of poor in each sector by the population share of that sector. A value of one hundred for this index shows an equal share. The higher the value of this indicator is from one hundred, the greater is the concentration of the poor relative to the population. According to this index, the highest concentration of the poor relative to the population share is found in Construction, followed by Agriculture, Manufacturing and Transportation. 
CONCLUSIONS
This study attempts to examine the sectoral trends and patterns of poverty in Pakistan using HIES data for the years 1987 -88 and 1990 -91. The FGT(1984 class of additively decomposable poverty measure have been used to estimate the incidence, intensity and severity of poverty. The empirical evidence indicates that poverty has increased by all dimensions (incidence, intensity and severity) in almost all sectors during the period under considerations. There are also wide variations in the incidence of poverty among different sectors. Construction, Agriculture and Manufacturing are the badly affected sectors. The concentration index also indicates that the proportion of the poor relative to the proportion of the population is greater in these sectors. To check the reliability and validity of poverty estimates obtained from sample data, one should look at the behaviour of the macro variables. The results of this study are supported by similar trends of macroeconomic variables. The real per capita private consumption has been decreased during the reference periods by 5.15 percent. Real wages of construction workers decreased by more than 5 percent. Similarly, the share of wages in GDP has been decreased from 32.3 percent in 1987-88 to 30 percent in 1990-91. Moreover, a decline in the growth momentum, share of subsidies and public expenditure on basic social services in GDP, increase in rate of unemployment, rate of inflation and Gini coefficient are all in line with the evidence from the household survey. The support by the macroeconomic variables improves the reliability and validity of our result.
This study identifies the sectors, where the poor are concentrated. It also contributes to increase the understanding of the nature and extent of poverty in Pakistan. This study will be helpful for effective and well-targeted designing of strategies to reduced poverty.
